Palm oil re-emerging
as ‘discount oil: USDA
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Palm oil is re-emerging as the
global discount oil despite In-
donesia’s efforts to boost its
prices through its bio-diesel
policy, the Foreign Agricul-
tural Service (FAS) of the US
Department of Agriculture
(USDA) hassaidinitslatestre-
port ‘Oilseeds: World Markets
and Trade’

It said the current discount
level between palm and soya-
bean oil will likely be sustained
with reduced Argentine soya-
bean production and strong
US bio-diesel demand out-
weighing the impact of In-
donesia palmoil policy.

The Malaysian ringgit con-
tinued to depreciate until
November when the palm to
soyabean oil discount reached
a high of $491 a tonne. Since
then, the ringgit has
strengthened to more typical
exchange levels and Indonesia
has reimposed export levies.
This contributed to a falling
discount between palm oiland
South American soyabean oil
to around $200 a tonne by the
end of January, still higher
thantypical,itsaid.

“A higher amount of sun-
flower seed oil reaching global
marketswillalsoactasadown-
ward force on palm oil prices
as it competes for market
share in places like India,” it
said.

In its outlook for India, the
report estimated the import of
palmoiltobeupinIndiadueto
the higher stocking on attract-
ive prices.

GLOBAL OUTPUT CUT
Indonesia recently implemen-
ted a higher biofuel blending
mandate (B35) and its impact
on global markets is yet to be
realised. However, it could
lead to reduced exportable
palm oil supplies, rising prices,
and a reduced discount com-
pared to soyabean oil, the re-
portsaid.

The latest report lowered

the global oilseed production
by 6 million tonnes (mt). Ac-
cording to the report, global
oilseed production is estim-
ated at 636.72 mt against
641.94 mtmadeinJanuary.

The report attributed re-
duced soyabean outlook in Ar-
gentina and Ukraine, and re-
duced Russia sunflower seed
asreasons. Itestimated Argen-
tina’s soyabean production at
41 mt for February (45.5 mtin
January estimation). Accord-
ing to the report, sunflower
seed production in Russia is
estimated at 6.19 mt for the
marketing year (MY) 2022-23
(September to August) against
5.82mtin MY 2021-22.

However,thetradehasbeen
revised upwards with lower
exports of soyabeans out-
weighed by higher rapeseed
exports from Canada and Aus-
tralia. It estimated the global
exports of soyabean at 167.47
mt in February (167.53 mt).
Rapeseed exports are estim-
ated at 19.28 mt in February
(18.25 mt). Rapeseed exports
from Canada is estimated at
8.40 mt for MY 2022-23 (Au-
gustJuly) against 5.23 mt in
MY 2021-22.

SCENARIO UNCHANGED
However, it said total oil pro-
duction is largely unchanged
with trade rising on higher
sunflower seed oil exports. It
estimated global vegetable oil
production at 217.58 mt for
February (217.62 mt in Janu-
ary estimation). Sunflower
seed oil export was estimated
at11.34mtfor February (10.67
mt).



